“LHTC

LAUREL HIGHLAND
Tefephone Company

July 3, 2018

Marlene H. Dortch, Secretary
Federal Communications Commission
445 128 Street, S.W.,

Washington D.C. 20554

Re: Connect America Fund WC Docket No. 10-90; 2019 FCC Form 481

Dear Ms. Dortch:

Laurel Highland Telephone Company ('the Company”) hereby submits to the
Commission a copy of the Company's completed Form 481'. Certain portions of the Form 481
filing include information that is confidential in nature. Specifically, the section entitled “Rate
of Return Carrier Additional Information”? should be accorded confidential freatment. Attached
please find a statement of the reasons for withholding the redacted materials from public
inspection pursuant to 47 CFR § 0.459,

Thank you for your attention to this matter. Should you or any member of the
Commission Staff have any questions or comments, please do not hesitate to contact us at your
convenience.

Sincetely,

%ZM |
es J Kail i

~ President & CEO

Attachments

1 This filing is required to comply with 47 CFR §§ 54.313 and 54.422(c).

: The financial reports section of FCC Form 481 is identified at the Universal Service Administrative Company
(“USAC”) website as “Section 30057 in the downloadable version and as “Section 3000” in the online filing version
at the same USAC website._httpy/www.usac.org/he/tools/forms.aspx. The same identical financial information is
required in both. The request for confidentiality applies regardiess of whether the form filled out employs the 3003
or 3000 designation.

REDACTED - FOR PUBLIC INSPECTION
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"LHT

LAUREL HIGHLAND
Telephone Company

CONFIDENTIALITY REQUEST AND STATEMENT OF JUSTIFICATION
IN COMPLIANCE WITH 47 C.F.R. §0459(b)

Laurel Highland Telephone Company (“Company) is a small, privately held rural local
exchange company based in Pennsylvania. The Company requests confidential treatment of
certain information being provided to the Commission in its 2019 FCC Form 481. The
information is competitively sensitive and its disclosure would have a negative competitive
consequence upon the Company were it made publicly available. Such information would not
ordinarily be made available to the public and should be afforded confidential treatment under 47
CFR §0.455. f
Regulation Statement of support and compliance with Confidentiality requests _ 5
The Company has e-filed, through ECFS, the redacted version and sent via USPS
47 CFR §0.459(a)(2) Express Mail the confidential hard copy version (original and one copy) of its
2019 FCC Form 481.
The Company requests that the documentation required in the section entitled
“Rate of Return Carrier Additional Information®, which consists of the
47 CFR §0.459(b)(1) Company’s financial reports, income statement, balance sheet and cash flow
statement, be accorded confidential treatment. The confidential information
has been redacted from the public version with black shading.

The circumstances giving rise to the  submission of this confidential
A7CHR 50459(0X2) | information is set fqr_t%__in_ 4g7'___(?_1?R_§__5_4_-?%__1 3and47CFR §54.422. |
47 CFR §0.459(bX(3) The information for which confidentiality is sought is financial in nature,
and §0.459(b)(4) including balance sheet, income statement, and statement of cash flows.
There is robust competition in the telecommunications market today,
including wireless, VolP providers, and cable television providers to name a
47 CFR §0.459(b)(5) few. Financial data such as the amount of cash on hand, amount of debt, and i
revenue by source are all examples of information that competitors would not !
receive in the normal course of business.
The financial information is disclosed only within the Company, and :
47 CFR §0.459(b)6) furthermore is only provided (1) members of senior management, or (2) those ;
employees who require this information to perform their jobs. !
The Company has not previously released this information to third parties 7
without the execution of a non-disclosure agreement.
The Company requests that the information be held by the Commission as
confidential indefinitely.

47 CFR §0.459(b)(7)

47 CFR §0.459(b)(8)

s The financial reports section of FCC Torm 481 is identified at the Universal Service Administrative Company
(“USAC™) website as “Section 3005” in the downloadable version and as “Section 3000” in the online filing version
at the same USAC website,_hitp:/www.usac org/he/iools/forms.aspx. The same identical financial information is
required in both. The request for confidentiality applies regardless of whether the form filed out employs the 3005 |
or 3000 designation, |

REDACTED - FOR PUBLIC INSPECTION
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<010> Study Area Code 170179
<015> Study Area Name LAUREL HIGHLAND TEL
<020> Program Year 2019
<030> Contact Naine: Person USAC should contact Chrigtine fal
with questions about this data ristine Lalor
<035> Contact Telephone Number: 7245832411 ext.104
Number ot the persen identitied In data line <030>
<039> Contact Emall Address:

Emall of the person Identitied in data line <030>

clalor@lhtc.net

Form Type

54,313 and 54.432

Page 1

REDACTED
FOR PUBLIC INSPECTION

Page 1




<010>  Study Area Code 178179

<015  Study Area Name LAGREL HIGHLAND TIL
<020> Program Year apas,

<03t Contact Mame - Person USAC should contact regarding this data Crristine Laloc
<035> Contact Tefephone Number - Number of person identifizd In data lide <030> 7225332411 exc.lod
<D39> Contact Email Address - Email Address of person ldentified in data line <030>  2lalerslace.net
<600>  Ceartify compliance regardipg abllity to function In emergency situations Yes

<619> Descriptive document for Functionality in Emergency Situations 170179PASLE . pat

Paga5

REDACTED
FOR PUBLIC INSPECTION

Page s
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Page 13

<010> Study Area Code

170179

<015 Study Area Name

DAUREL HIGHLAND TEL

<020 Prograin Year

2018

<030> Contact Name - Person USAC should contact regarding this data

Christine Lalor

<035 Contact Telephone Mumber - Number of person Ideniifled In data line <030

7245932411 ext.104

<039 Contact Email Address - Email Address of person identified in data fine <G30>

clalor@lhte.net

Select from the drop down menu or check the boxes below to note compliance with 54.213(f){1), Privately held carriers must ensure compliance with the
financial reporting requirements set forth in 47 CFR 54,313(f){2). | further cartify that the information reported on this form and in the documents
attached helow Is accurate.

Progress Repart on 5 Year Plan
(3009) Carrler certifies to 54,313 {1){11i)

Not Applicable - No Attachment Reguired

{3010A) Certification of Public Interest Chligations {47 CFR §
54,3130 (1))
{30108} Please Provide Attachment
Information

(301.24) Coemmunlty Anchor Institutions {47 CFR & No - No New Community Anchors

54,313 L)}
(30128} Please Pravide Attachment

Information
(301.3) |s your company a Privately Beld ROR Carrier {47 CFR [Yas/No)
&54.313((2)}
{3014) |f yes, does your company file the RUS annual report I¥es/No)

Please check these boxes to confirm that the
attached PDF, on line 3017, contains the requlred
informatlon pursuant to § 54.313(f){2) compliance
requires:

{3015) Electronic copy of their annual RUS reparts
{Operating Report for Telecemmunications
Borrowers)

{3016) Document{s} with Balance Sheet, Income Statament

_ and Statement of Cash Flows e

{3017) |f the response is yes on line 3014, attach your
company's RUS annual repert and all required Infermation
documentation

(3018} If the response Is no on line 3014, is your company {Yes/No)

auditad?
If the respanse is yes an line 3018, please check the
hoxes below to confirm your submission on line
3026 pursuant to § 54.313(F}{2), contains:

{3019) Either a copy of their audited financial statement; or
{2) a financlal report in a format comparable to RUS
Operating Report for Telecommunications Borrowers.

{3020) Dozument(s) for Balance Sheet, Income Statement
and Statement of Cash Flows
(3021) Management [etter andfor audit opinton issued by

the independent certlfied public accountant that
perfarmed the comgany's financial audit.

If the response is no on {ine 3018, please chack the
hoxes below to confirm your submisslen on line
3026 pursuant to § 54.313{f}{2), contains:

{3022) Copy of thelr financiat staterent which has been
sishject to review by an Independent certified public
accountant; or 2) a financlal teport In a format
comparahle to RUS Opeiating Regort for
Telecommunications Borrowers

(3023) Underlying information suklected to a review by an
independent certifled public accountant

(3024} Underlying information subjected to an officer
certlfication.

[3025) Docurnent(s] with Balahce Sheet, Income Statemant
and Statement of Cash Flows

Name of Attached Document Listing Required

Mame of Attached Document Listing Requirad

® O
O ®

[]
L]

Name of Attached Document Listing Required

® O

J04d O

(3026) Attach the worksheet listing requirad information Name of Attached Document Listing Required

Information

REDACTED
FOR PUBLIC INSPECTION

1TQLTIPAINZE-CHNPT.pdE, 1TU1T7$PAI00S-17,pdf
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<p10> Study Area Code 110278
<015> Study Area Name LAREL HIGHIANG TEL

<020> Program Year 2013

<030> Contact Name - Person USAC should contact regarding this data chefeelne Lalor

<0355 Contact Telephone Numkber - Number of person identified in data line <030> __ 7ieeaiat =ee b
<039> Contact Email Address - Email Address of person identified n data lIne <030>  sialoxelhza.nat

4005 Rura! Broadband Experiment

Authorized Rural Broadhand Experiment {RBE) recipients must address the certification for public interest abligations and provide a
list of newly served cotnmunity anchor institutions,

Public Interest Obligations — FCC 14-98 [paragraphs 25-29, 78}
Please address Line 4001 regarding compliance with the Commission’s public Interest obiigations. All RBE participants must provide a

response to Line 4001,

A001. Reclpient certifies that it is offering broadband maeting the requisite public interast obligations conslstent with the category for

which they were selected, INCRIIINg broad band Speed; Iatency, Usage capacity, and Tates that are reasaratly comparable torrates for

comparahble offerings in urban areas.

Community Anchor Instltutions — FCC 14-98 [paragraph 79)

4002a, RBE participants must provide the number, namies, and addresses of community anchor institutions to
which they newly deployed broadband service in the preceding calendar year. On this line, please respend
{yes —attach new communlity anchors, ne —no new anchors) to Indicate whether this list will be providad.

If yes to 4003A, please provide a response for 40038,

4003h. Provide the number, names and addresses  Name of Attached Document Listing Required Information
of community anchor hstitutions to which the

reciplent newly began providing access to

broadband service in the preceding calendar year.

REDACTED
FOR PUBLIC INSPECTION

Page 15



Page 1§

170179

<010> Study Area Code i
<015> Study Area Name LAUREL KIGHLAND TEL |
<020= Program Yea# a01s

<030> Contact Natne - Persan USAC should contact regarding this data Christine Daler

<035> Cantact Telephone Number - Number of person identified In data ling <080= -

<03%> Contact Emait Address - Email Address of person identified in data {ine <030>  clater#inco.net

5005 Alaska Plan

(5010} Dayou participate in the Alaska plan? {Yes/No}

Please indicate whather any terrestrial backhaul or other sateliite backhaul became
(5011)  commerdially avallable in the previous calendar year In areas previously served (Yes/No) ‘

exclusively by performance-Imiting satellite backhaul.

If the filing carrier identifizd in Its approved perfomance plans that it relles exclusively on

(5012) satellite backhaul for a certain poriton of the population in its service area, Indicate whether [Yes/No)
anw terrestrial backhaul or other satellite backhaul becarne commercially available in the
previolus calendar year in areas that were previoiusly served exclusively by satellite backhau.

«<5013>
Description Of Backhaul Teahnology Data Backhaw Avallable Netwly Served Locations or Population

REDACTED
FOR PUBLIC INSPECTION
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Page 17

<010>  Study Area Code 170173

<015>  Study Area Name LAUREL HIGHLAND TEL
<020>  Program Year 2019

<030» Contact Name « Person USAC should contact regarding this data Christine Laloxr

<035> Contact Telephone Mumbet - Number of person identifled in data [Ine <030> 7245332411 ext.104

<03% Contact Email Address - Email Address of person Identified in data line <020>  claloralhte.net

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER 1S FILING ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or LI Reciplents

|1 certify that | am an officer of the reporting carrier; my responstbilities Include ensuring the accuracy of the annual reporting requirements for universal service support
recipients; and, to the best of my knowledge, the information reported on this form and in any attachments is accurate,

Name of Reporting Carrier: LAUREL EIGHLAND TEL

Signature of Autharized Officer: CERTLFIED ONLINE Date 07/12/2018

Prirted name of Authorized Officer; James Fail

Title or position of Authorized Officer: President and CEC

Telaphane number of Authorized Officer; 7245832411 ext.

Study Area Code of Reporting Carrier; 170173 Filing Due Cate for this form: a7/16/2018

Persons willfully making f2fse statements on, this form can be punishad by fine or forfelture under the Communications Act of 1934, 47 U.5.C, §3 502, 503{b), or fine or Imprisonment
under Title 18 of the United States Code, 13 U.S.C. § 1001

REDACTED
FOR PUBLIC INSPECTION
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Page 18

<010>  Study Area Code 170179

<015>  Study Area Name LAUREL KIGHLAND TEL
<020>  Program Year 2019

<030> Contact Name - Person USAC should contact regarding this data Christine Lalor

" 2 2 .
<035>  Coptact Telephene Number - Number of person identified in data line <030> 7245932411 ext.104

<038>  Contact Email Address - Emall Address of persan Identlfied in data line <020>  clalor@lhte, net

TO BE COMPLETED BY THE REPORTING CARRIER, [F AN AGENT IS FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF:

Certification of Offlcer to Authorize an Agent to Fite Annual Reports for CAF or Ll Recipients on Behalf of Reporting Carrier

| certify that (Name of Agent), is authorized to submit the infarmation reported on behalf of the reperting carrier. |

also certify that L am an officer of the reporting carrier; my rosponsibliities Include ensuring the accuracy of the annual data reporting requirements provided to the authorized
agent; and, o the best of my knowledge, the reports and data provided to the zuthorized agent is accurate.

Name of Autharized Agent:

Name of Reporting Carrler:

Signature of Authorlzed Officer: Date;

Printed name of Authorized Officer:
Ttle or posltion of Authorlzed Offlcer:
Telephone humber of Authotized Officer:

Study Area Code of Reporting Carrler: Filing Due Date for this form:

Persons willfully making false: statements on this form ¢an ba punished by fine or farfeiture under the Communications Act of 1934, 47 U.S.C, §§ 502, 503(b], or flne or Imprisonment
under Title 18 of the Unfled States Code, 18 U.5.C. § 1001,

TO BE COMPLETED BY THE AUTHDRIZED AGENT:

Certification of Agent Authorized to Flle Annual Reparts for CAF or LI Recipients on Behalf of Reporting Carrier

|" as agent far the reporting carrier, certify that | am authorized to submit the annual reports for universal service support recipients on behalf of the reporting cartler; [have provided
the data reported hereln based on data provided by the reporting carrler; and, to the hest of my knawledge, the Information reported heraln Is accurate.

Mame of Reporting Carder:

Mame of Authorlzed Agent Firm:

Signatu{-e of Authorized Agent or Employee of Agent: Date:

Name of Authorlzed Agent Employee:
TItle or position of Authorlzed Agent or Employee of Agent

Telephene number of Authorlzed Agent or Employee of Agent:

Study Area Code of Reporting Carrler: Filing Due Date for this form:

Persans willfly making false statements on this form can be punished by fine or forfeiture under tha Communications Act of 1934, 47 U,5.C. §§ 502, 503(b}, or flne or Imprisonment under Title
18 of the United States Code, 18 U.5.C. § 1001,

REDACTED
FOR PUBLIC INSPECTION
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Attachments



L - L]

o ) m. .
{777
LHTC

LAUREL HIGHLAND
Telephone Campony

Laurel Highland Telephone Company (SAC 170179)

Statement Regarding the Ability to Function in Emergency Situations
47 CFRS.54.313(a}(6)

Form 481, Line 610

Laurel Highland Telephone Company {LHTC} is an incumbent lacal exchange carrier cperating in the
state of Pennsylvania, and is an eligibie telecommunications carrier (ETC) designated by the
Pennsylvania Public Utility Commission (PUC). LHTC is subject to the regulatory authority of the PUC and
operates under the relevant rules and laws of the state of Pennsylvania.

LHTC has 6 portable generators capahble of praviding the required level of backup power, and that can
be deployed as necessary to Laurel’s switching and remote sites. Laurel’s network is capable of
rerouting traffic around damaged facilities, although this ability is not absolute and may be limited in
certain circurnstances. However, Laurel follows all industry standard practices in ensuring its network
remains functional during different types of emergency situations.

REDACTED
FOR PUBLIC INSPECTION
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LAUREL HIGHLAND
Taleghane Company

Statement Regarding Certification of Yoice Rate Comparability
A7 C.F.R. § 54.313(a}{10)

Form 481, Line 1010

Laurel Highland Telephone Company (LHTC) is a rural, rate of return regulated incumbent local exchange
carrier operating in the state of Pennsylvania, and is an eligible telecommunications carrier (ETC)
designated by the Pennsylvania Public Commission (PUC). As such, LHTCis subject to the regulatory
authority of the PUC and operates under the relevant rules and laws of the state of Pennsylvania.

LHTC hereby certifies that the pricing of its voice services is no more than two standard deviations above
the national average urban rate for voice service, $45.38, as specified in the November 8, 2017, Public
Notice issued by the Wireline Competition Bureau of the Federal Communications Commission

(DA 17-1093).

LHTC's residential voice service rates, including state fees and the federal subscriber line charge (SLC)
are as follows.

Monthly rate for exchange 455 is $22.78.
Monthly rate for exchange 593 is $20.66.
Average monthly rate is $21.72.

REDACTED
FOR PUBLIC INSPECTION




- L .
CLHTC
LAUREL HIGHLAND
Telephone Company

Statement Regarding Certification of Brogdband Rate Comparability

47 C.E.R.§.54.313(a}(10)
Form 481, Line 1030

Laurel Highland Telephone Company hereby confirms that the pricing of its broadband services is no
more than two standard deviations above the national average urban rate for broadband service,
$94.32, as specified in the November 8, 2017, Public Natice DA 17-1093 issued by the Wireline
Competition Bureau of the Federal Communications Commission.

LHTC's residential broadband service rates:

Monthly rate for 10/10MPS unlimited data is $45.95
Monthly rate for 25/25MPS unlimited data is $65.95.

. Maonthly rate for exchange 75/75MPS unlimited data is 585.95..

REDACTED
FOR PUBLIC INSPECTION
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LAUREL HIGHLAND TOTAL COMMUNICATIO
CONSOLIDATED FINANCIAL

Years Ended Decemb@r 31,

[]

SUBSIDIARIES
TEMENTS

017 and 2016



MERCADANTE & COMPANY, PC

ERTIFIED PUBLIC ACCOUNTANTS
Raising the Bar

DEPENDENT AUDITOR'S REPORT

To the Board of Directors and Stockholders o.f
Laurel Highland Total Communications, Inc. and Subsidiaries

of Laurel Highland Total
R are comprised of the
&1 statements of income
e related notes to the

We have audited the accompanying consolidated financial statements
Communications, Inc. and Subsidiaries (Pennsylvania corporatio
balance sheets as of December 31, 2017 and 2016, and the related, cg
and retained earnings, and cash flows for the years then gffled
consolidated financial statements.

Managemenit’s Responsibility for the Consolidate anci®§Statements

sentation of these consolidated financial
erally accepted in the United States of
ad maintenance of internal control relevant to the

Management is responsible for the preparation a
statements in accordance with accountingesg

_America; this includes the design, implemen
preparation and fair presentation of g
misstatement, whether due to fraud g

Auditor’s Responsibility

@ Bss aPopinion on these consolidated financial statements based on our
audit. We conducted oMyudit 1 accordance with auditing standards generally accepted in the United
States of America. ThoseWgandards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

Our responsibility is

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements, The procedures selected depend on the auditor’'s judgment,
including the assessment of the risks of material misstatement of the consolidated financial staiements,
whether due to fraud or error. In making those risk assessments, the auditor considers intema! control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinion. i

€4 financial statements that are free from material
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Laurel Highland Total Communications, Inc. and Subsidiaries as of
December 31, 2017, and the results of its operations and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America,

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The supplementary information on pages 19 and 20 is presented for purposes of
additional analysis and is not a required part of the consolidated financial statements. Such
information is the responsibility of management and was derived from and relates directly to the

underlying-accounting -and-other-records-used-to-prepare-the-consolidated-financial-statements-—The
information has been subjected to the auditing procedures applied in the audit of the consolidated
financial statements and certain additional procedures, including cgy g and reconciling such
information directly to the underlying accounting and other record ppare the consolidated
financial statements or to the consolidated financial stateme and other additional
procedurcs in accordance with nudxtmg standards generally ac Pinited States of America.
In our opinion, the information is fairly stated in all mate ifrelation to the consolidated
financial statements as a whole,

Certified Public Accountanis

Mercadante & Co., P.C. N v

March 20, 2018
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LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETH
DECEMBER 31, 2017 AND 2016

[ 5]
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AS_S_;_Z_S
Current Assets

Cash, General Funds

Telecommunications Accounts Receivable

Other Accounts Receivable

Materials and Supplies Inventory

Prepaid and Refundable Corporation Taxes

Prepaid Insurance and Other Prepaid Assetas
Total Current Assets

QOther Assets
Goodwill-Net

Other Investments«Net
Total Other Assets

Property
Land

Buildings

Plant and Equipment Not in Serxvice

Plant and Eqguipment in Service
Total Froperty

Less: Accumulated Depreciation

Net. Property
Total Asgets

LIABILITIES

Current Liabilities . e e

Long-~Term Debt -~ Current Portio

Accounts Payable

Accrued Taxes, Other than Inge
Total Current Liabi

]I

Total Liabil

Stockholders' Bquity
Capital Stock, Common Ne Par Value, 40,000 Shares
Authoxized, 20,100 Shares Issued, 18,537 and 18,187
Shares Outstanding at Pecember 31, 2017 and 2016,
Respectively
Additional Paid-in Capital

Treagury Shares

Retained Earnings

Total Stockholdexs' Eguity

I .Iol

Total Liabilities and Stockholders' Equity

See independent auditor's report and notes to financial statements.
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LAUREL HIGHLAND TOTAL COMMUNICATIONS,

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

Operating Revenues
Local Service
Interstate End User
Access ~ Interstate .
Arcess - Intragtate
Access - Intrastate (ITORP)
Long bistance Toll
Non-Regulated ~ TV, Internet & Radio
Non-Regulated Directory — Het
Other Non-Regulated - Net
Miscellaneous

Tetal Revenuesg

2017

s (I

Lesst uncollectibles - Net
Total Operating Revenues

Operating Expenses
Plant specific
Plant Non-Specific
Customer Service
Corporate Operations
Other Qperating Taxes
Cost of Services
Non~-Regulated - TV, Internet & Radic
Hon-Regulated - Other
Total Operating Expenses

Net Operating Income

Other Income and (Expenses)-

Interest and Dividend Income

Interest Expense

Leoss on Sale of Assets

Voluntary Early Retiremen

Miscellanesous - Nek i
Net Other Inco

Income Before Provi

Provision for Income
Current
Deferred

Net Income
Retained Barnings, Beginning of Year
Dividends Declared

Retained Barnings, End of Year

See independent auditors' report and notes to fipancial statements,
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LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTE OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

2017
Cash Flows From Operating Activities
Net Encome

Adjustments to Reconcile Net Income
to Net Cash Provided by Operating Activities
Depreciation and Amortization
Loss on Disposal of Assets
baferred income Taxes
(Increase} Decrease in Assebs:
Accounts Receivable
Inventories
Prepaid and Other Current Assets
Increase (DeCreass} in Liabilities:

gy

—

T1

PMcocounts Payable
Other Current Liabilities

—

Net Cash Provided by Operating Activities

Cash Flows From Investing Activities
Property Additions

Other Investments

Other Assets - Net

Proceeds From Sale of hasets

-» .-..T ———
4]
I o
Lnd
L2

(@

Net Cash Used by Investing Activit

Cash. Flows From Financing Ac¢tivities
Payments on Term Loan and Line of
_Proceeds from Line of Credit Borrowi
Dividends Paid
Proceeds from Sale of Treasupyf
Purchase of Treasury Shareg

——
—

-~
-_
i

e,

Net Cash Used by

—

-—

Net Decreascdim

)

Cash, Beginning o

Cash, ﬁnd”of Yeax

Supplemental Disclosure of Cash Flow Information
Cash Payments During Calendar Years Ended
December 31, 2017 and 2016 for the Corporation
Income Taxes
Interest

[ 179
28

See independent auditor's report and notes to financial statementa.




LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

NOTES TC CONSOLIDATED FINANCIAL STATEMENTS

Note A - Significant Accounting Policies

Business Activity:

In connection with an Asset Purchase Agreement (APA} entered into on October 20,
2016, a newly formed wholly-owned subsidiary, LHTC Media of West Virginia, Inc.
(LMWV), was established to operate four radio stations located in the
fairmont/Morgantown/Clarkgburg area of West Virginia., Bffective Octobexr 15, 2016,
LMWV began operating the West Virginia radjo stations under a Time Broker
Agreement (TBA) until the transaction was eventually closed on June 8, 2017. Under
the terms of the TBA, LMWV's parent company, Laurel Highland Total Communications,
Ing. {LH Total) was regquired to pay the meller a monthly fee of
Additionally, from the October 15, 2016 effective date, LMWV was responsible for
certain operating expenses of the stations and was entitled to all revenpues
generated by the stationz. In accordance with the APA, LH Total was to pay the

seller the—total—purchaseprice—of — less—one—half of the Federal
Communications Commizsion (FCQ) £iling fee of paid by LH Total at the time
the filing was submitted to the FCC for approval. Howeve during the course of
the TBA arrangement, it was learned that the seller co .
free and clear of all liens as required by the APA, In salvage the deal
LH Total paid the additional amounts necesgary ¢t : = liens, totaling
$210,000 over and above the agread upon e. Additionally, on
November 3, 2016, LMWV entered into an APA to pux ranslator for one of
the Weat Virginia AM stations at a cost of nsaction was closed on
April 10, 2017.

LHTC Media, Inc. (LHTCM} heolde the assets radi¥ station 1480 WCONS, which was
acquired in 2014 and airs its prografuing the city of Latrobe and the
surrounding communities., Additionally, inWgccorghnce with an APA entered into on
June 16, 2016, effective November 14§ 01 ¢M purchased the assets of an AM
radio station, 9210 WAVL (WAVL) and i ; anglator. WAVL airs its programming in
the Borough of Apollo, Pennsylvanis, :

also simulcast on 8.7 of the .
total purchase price of
FCC Licenses. On ancther
of an FM translator foz
approval from the FCC b
in Derry Township.

overing the Greenburg/Latrobe area., Of the
was allocated to the intangible asset,
omber 4, 2017, LHTCM closed on the purchase
cost of and is currently awaiting
Ew translator can be constructed on a tower site

on April 22, 2016,
site property loca
" WCNS., The total purc
of closing costs.

urchased approximately 6B acres, including the tower
in ity Townghip, Fenmnsylvania, that was under lease to
ge price for this property was SR including R

On November -15, 2016, LH Total acquired the assets of the Caddie Shak Family Fun
Center {Caddie Shak} located in Donegal, Pennsylvania, at a total cost of
including closing costs. In addition to the building structures and eguipment
associated with the cCaddie Shak’'s operations, the acguired assets included
approximately 132 acres of land., 0f the total purchage price, S vas
financed through a mortgage note payable to the seller in wmonthly installments
over a five-year term beginning December 15, 2016, and including interest at the
fixed rate of @¢. In a related transaction, on December 23, 2016, LH Total entered
into an agreement to purchase approximately ,75 acres of property at the entrance
to the Caddie Shak at a cost of S including closing costs; this transaction
wag closed on July 19, 2017. On yet another note, on January 4, 2017, the Company
incorpoxated a new wholly-owned subsidiary, LHTC Entertainment, Inc. (LHTCE},
which holds the operating assets of the Caddie Shak, Furthermore, in May of 2017,
the Company acquired a rental property adjacent to the entrance to the Caddie Shak
at a total cost of ineluding closing costs and furnishings,

& “murrounding commiriitids, which iF -



LAUREL, HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note A - Significant Accounting Policies (Continued)

On December 1, 2017, the Company entered to an Agresment and Plan of Merger {APM)
in connection with the acquisition of LTC Communications, Inc. (LTC) and its three
wholly-owngd pubsidiaries, The LTC group of companies opevate a telecommunications
system in parts of Pike and Wayne Countles, Pennsylvania with headquarters in
Rawland. LTC's operations include Lackawaxen Telecommunications Services, Inec.,
which is an independent telephone utility providing communication services and
Lackawaxen Long Distance Company, which provides long distance, Internet and
fiber-to~the-premise services to a market of approximately 66 sguare miles. Under
the terms of the APM, described as a “raverse triangular merger,” LH Total will
acquire all of LTC's outstanding shares for a total purchase price of $2 millicn,
plus or minug a Working Capital Adjustment determined based on current assets less
current liabilities and assumed debt ae of the date of the closing.

In addition to LMWV, LHTCN, and LHTCE, Laurel Highland Telephone Company (LHTC),
Laurel Highland Long Distance Company {LHLD}, Laurel Highland Television Company
{LHTV), Yukon-Waltz Telephone Company [YWTC), Yukon-Wal pmmurtications, Inc.
{YWCI), South Caraan Telephone Company (SCTC), South Cangf ¥ Distance Company
{scLb), and South Canaan Services Company (SCSC lso wholly-owned
subsidiaries of LH Total, which operates as a holdin anagement believes
a holding company structure is a well-estahlis organization for
companies c¢onducting multiple lines of busineg. ose of the holding
company structure is to permit the Company to er a a8 the many developments
in the communications field, the most signiMca of ich is competition from
regulated and non-regulated companies ¢t is oming more prevalent in a
changing regulatory environment,

SCTC, SCSC, and SBCLD became operational Novgiwber 2013 as part of LH Total's
purchase of the assets of several coff erred to as the “old South Canaan
Companies.”

elecommunicationg services in the Laurel
Highland, Youghiogheny and So n¥areas of Pennsylvania, respectively. LHTC
was incorporated on Decemb B under the name Ligonler Valley Telephone
Company. In 1962 the Co nye ed the physical assets of the Indian Creek
Valley Telephone Companfga. suybfequently changed the name of the Company to
Laurel Highland Tel Q y. YWTC, which was acquired by LH Total on
December i, 2008, w ed on August 11, 1811,

LHTCZ, YWTC and SCTC are prov

LHLD and YWCI were ed in 1996 and 1957, xespectively, as providers of
long distance telephoiNg services to customers located in the gervice territories
of LHTC and YWTC. SCLIY provides long distance telephona services to customers

located in the service territory of EBCTQC,

LHTV, which was established in 1966 as an affiliate of LHTC, is a provider of
cable television and high-speed Internet services in the pame territories covered
by LHTC, YWTC, and SCTC. SCSC is a provider of the legacy cable television and DSL
and fiber Internet services in the wame territory covered by SCTC.

LH Total charges rental fees to the various operating subsidiaries for use of the
space in buildings held under its name. The inter-company rental charges have been
eliminated in the consolidated financial statements.

Financial Statement Presentation:

The consolidated financial statements include the accounts of LH Total and its
wholly-owned subsidiaries, LHTC, LHTV, LHLD, YWTC, YWCI, S8CTC, SCS5C, SCLD, LHTCM,

LMWV, and LHTCE. All material intercompany transactions have been eliminated in
consolidation. The accounting policies of the Cowpany and its subsidiaries conform
to accounting principles generally accepted in the United States of America and
reflect practices appropriate to the telecommunications industry.




LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC, AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note A - gsignificant Accounting Pdlicies {Continued)

Preparation of financial statements in conformity with Generally Accepted
Accounting Principles requires wanagement to use estimates and assumptions, Those
estimates and assumptions affect the reported amounts of assets and liabilities,
revenues and expenses, and the disclosure of contingent revenues and expenses.
Actual results could differ from those estimates. The accounting recoxds of the
Company's telephone operations are waintained in accordance with the Uniform
System of Accounts for Telephone Companies prascribed by the FCC as contained in
part 32 of its rules and regulations.

Accounts Receivable - Uncollectible Accounts:
The Company usges the direct write-off method and during 2017, receivable net
write-offs amounted to Y corpared to 2016 net write-offs of

Inventories: _
Inventories consist of materials and supplies used to majntain and improve the
telecommunications plant and equipment in service. Th tory is valued at

original cost,

Property and Ecuipment:
Property and equipment are cap:.tali.zed at origina
cost of salaries and wages, materials, ce taxes and employee
henefits. The Company provides for depreciat ncial reporting purposies
using the straight-line method by the appliggtion rates based on the estimated
service lives of the various classes of roperty. These estimates are
subject to change in the near term.

i uding the capitalized

Certain plant and equipment costs to and S a5 of December 31,
2017 and 2016, respectively, were :

onguing capital projects. These g
Not Placed in Bervice“ gince b}
balance sheet dates. Include
amounts totaling i
work associated with the
on the Caddie Shak pro
incurred in connect
totaling :
appropriate plant
Decembex 31, 2017 W
accounts upon completi

wele classified as *Plant and Eqiipment
il projects were still in progress as of the
ctal cost as of December 31, 2017 are
commection with the design and engineering
Ew corporate office building to be constructed
included in the 2017 total cost are amounts
g's FM translator (referred to previously),
st as of December 31, 201¢ was transferred to the
prient accounts in 2017, while the total cost as of
¥l be transferred to the appropriate plant and eguipment
of the capital projects in 2018, ' ' o

Renewals and betterments of units of property are charged to telecommunications
plant and equipment in service., When telephone plant is retired, its cost is
removed from the asset account and charged against accumulated depreciation
together with removal cost less any salvage realized. During 2017 and 2016, the
Company retired fully depreciated central office switching and other equipment
with an original cost totaling (IR or< @R :espectively. Repairs and
renewals of minor items of property are included in plant specific operations
expense. A gain or losa is recognized when other property is sold or retired.

Long-Lived Assets:
The Company would provide for impaixment losses on long-lived assets if indicators

of impairment were present and the undiscounted cash £lows estiwated to be
generated by those assete were less than the assets' carrying amount, Based on
current conditions, management does not believe any of its long-lived assets are
impaired.




LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note A - Significant Accounting Policies [Continued)

Revenue and Expense Recognition:

The Company recognizes revenues when earned regardless of the period in which they
are billed. The Company is required to provide telephone service to subscribers
within its defined service territories. Local network service and Internet service
revenues are recognized over the period a subscriber is connected to the network.

Network access and leng distance service ravenues are derived from charges for
access to the Company's local exchange networks. The interstate portion of access
revanues is based, in part, on formulas administered by the National Exchange
Carrier Association which is regulated by the FCC. The traffic sensitive portion
of interstate access revenues is billed on an individual company access charge
structure as approved by the FCC. The intrastate portion of access revenues is
billed on an individual company tariff access charge structure based on expense

and plant investment of the Company as approved by the state regulatory authority.

The tariffs developed from these formulas are used to ge the connecting
carrier and recognize revenues in the period the traffi
the minutes of traffic carried. Long distance revenue
a2 call is placed based on the minutes of traffi

contracted rates.

ized at the time
at tariffed and

Non-regulated operating revenuss, derived from gfhe p on of cable television
and Internet services, and radioc advertisingdla ized in the period when
the services are performed.

In accordance with the accrual method pf ac¢punting, the Cowmpany recognizes
expenses when incurred regardless of the p&giod which they are paid.

hdvertisings:
THe Conpany eXpeises advertising cost i currad, For the- iears ended -December-

31, 2017 and 2016, total adve pense amounted to and S
respectively.

Note B - Other Agsets

In 2003 LHTC acquired minority interest in its subsidiary, LHLD for

¥
S vhich was s tlyftransferred to LH Total as part of a corporate
restructuring that tgfbk Rffe n 2006. The excess purchase price of SN over
the book value of G ity interest is presented as goocdwill in the balance
sheet. In connection Wfth the acquisition of YWTC, in accordance with FASB ASC No.
141, Business Valuati®gs, and No. 142, Goodwill and Other Intangible Assets,

of the stock purchase price was allocated to the Acguired Customer
Relationships (ACR) intangible asset account as determined by an independent CPA
firm. Additiomally, the remaining excess purchase price over YWIC’'s net book value
was allocated to goodwill, which amounted to S including total acquisition
costs of 3

In accordance with FASB ASC No. 142, prior to 2014, the Company did not amortize
goodwill since it was desemed to have an indefinite life and was subject to annual
impairment tests. However, in January 2014, the Financial Accounting Standards
RBoard (FASR) released an update to U,8, Generally Accepted Accounting Principles,
No. 2014-2, Intangibles-Goodwill and Other Intangible Assets (Topi¢ 350), enabling
private companies to amortize goodwill on a straight-line basis over 10 years.
Accordingly, effective January 1, 2014, the Company elected to amortize the
goodwill associated with the LHLD and YWTC acmuisitions referred to previously.
Additionally, in comnnection with the purchase of the assets of the West Virginia
radio stations referred to previously, SENII® of the purchase price was
allocated to goodwill, which is being amortized over ten years. As of December 31,
2017 and 2014, total goodwill reflected in the balance sheet is net of accumulated

9




LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Nota B - Other Assets {(Continued)

amortization of Y 2nd S :recpectively, and amortization was

and Y in 2017 and 2016, respectively.

In connection with the November 2013 acquisition of the assets of the old South
canaan Companies, S of the purchase price was allocated to the ACR account,
Also, in 2014, the ACR asset was increased by S{J in connection with the
purchase of WCNS's asgsets. These assets are being amortized £for Einancial
statement purposes over a lh-year period and are reported in the balance sheet as
Other Investments, net of accumulated awortization. Accumulated amortization on
the total ACR assets as of Decembear 31, 2017 and 2016 was SHNEEE and
regpectively, and amortization was $_ in 2017 and 2016. Also, included in
Other Investmentg as of December 31, 2017 and 2016, is s od 5

respectively,_allocated to_LHTPCM's_and_LMWV's_FCC_licenses aa part of the puxchase
price allocations associated with WCNS, WAVL, and the West Virginia radio
stations. This item is considered an indefinite~lived int ble asset, which is
not amortized for book purposes, but rathsr Bsubjec annual impairment
testing.

anies, the Company
c., & privately held
ce . with the APA, and
31, 2017 and 2016, was

Asg part of the assets purchased from the old Sout
acquired 15 shares of common stock in LTC Commund
company. The wvalue allocated to this stock
included in Other Investments in the balanc
$21,458. Also, as part of the November 2013 trafjaction, the Company acquired a
5.55% ownership interest in Network Aggr on S5cWices Association, LLC (MASA)
which is a limited partnership. The lue signed to this investment, and
ingluded in Other Investments at Decdgber , 2017 and 2016 was
Additionally. included in Other Invg =131 ecember 31, 2016 are deposits of
and SN piaced in escrowf neg in connection with the acquisitions
"of the West virdginia tvadio staticns

X 2017, S of the purchase price of the
Caddie Shak assets was allog@ted e Caddie Shak brand name, an intangible
asset. In summary, Other 3 Mconsist of the following as of December 31,
2017 and 2016:

2017 2016
Acquired Custome
Common Stogk -
Partnership In
FCC Licenses
Brand Name ~ Caddil halk
Bscrow Account Deposits

Lr
O'

Total

Note ¢ - Property in Sexvice

Property in mervice is stated at cost. The following summary sets forth the major
ciassifications as of December 31, 2017 and 2016:

2017
Land
Vehicles
Work Egquipment
Buildings
Furniture
Qffice Equipment
Digital Electronic Switching Egquipment
Circuit Equipment
Station Connections

10
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LAUREL HIGHLAND TOTAYL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS '

Note € - Property in Service {(Continued)

2017

Pole Lines

Aerial Cable

Aerial Wire

Underground Cable -

Buried Cable

Cable Television Plant and Equipment
Intarnet Equipment

Plant and Equipment not Placed in Service
Radio Equipment

Leasehold Improvements

Entertainment Equipment

Total

The following is a summary of depreciation by type of asset for the years ended
December 31, 2017 and z2016:

Telecommunications Plant and Equipment
Cable Television Plant and Intermet Eguipment
LH Total’s Buildings and Eguipment
Radio Equipment
Entertainment Equipment
Total

Note D - Long-Term Debt

The Company has established a line of crefjit witl First National Bank (FNB) in the
amount of gecured by itsgasset nces on the line of credit acorue
interest monthly at either the “Pri Wate or 1.75% above the London Inter Bank
Offered Rate (LIBOR), 'as selected b
acquire the Unicy Township progf™
Cowpany drew h againay

the thirxd guarter of 2016.
line of credit to help £
referred to previously.

roferred to previously, in April of 2016, the
£ credit. This amount was repaid through
2017, the company drew SR asainst the
quisition of the West Virginia radio stations
was repaid by earxly Novewber.

On November 5, 201341 ion with the agquisition of the assets of the old
South Canaan Compa - mpany secured a note payable te FNB in the amount of
SUNNNNER, collate py the Company's assets. Beginning in Januwary 2014,
principal and interesWapayments are due on the first day of each month based on a
10-year amortization scfedule and a floating interest rate of GH@PY above the 30-
day LIBOR with an option to fix the rate via an interest rate awap. Maturities on
this note, which matures in December 2020, along with the maturities on the five-
year mortgage note incurred in commection with the purchase of the Caddie Shak
discussed previously, are as follows:

Years ending December 31, Amount
2018 5
2019
2020
2021

The Company was 1in compliance with all restrictive and financial covenants
relating to its debt arrangements at December 31, 2017 and 2016.

al; Ag part of the- financing used to -



LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

— NOTES TO CONSOLIDATED FIWANCTIAL BTATEMENTS T T

Note E - Appropriation of Retained Barnings

Given its ongoing commitment to modernize its plant and equipment, the Company
appropriated i of its retained earnings in Januvary 2016. The
appropriation was decreased to _ in January 2017, which was designated
for the budgeted 2017 capital expenditures,

Note F - Employee Pension and Profit Sharing Plans

Effective Januarxy 1, 2002, the Company established a 401 (k} profit sharing plan to
comply with all applicable statutes, including the Employee Retirement Income
Security Act of 1974 (ERISA) and the Internal Revenue Code of 1986, as amended by
the Uruguay Round Agreements Act, the Small Business Job Protection Act of 1596,
the Taxpayer Relief Act of 1997, the Uniform Services Employment and Reemployment
Rights Act, and all applicable rulings and regulations issued thereunder.

Pension expenseé applicablé to years ended December 31, 2017 and 2016 amounted to
and & respectively.

Note G - Income Taxes

The Company has adopted FASB ASC No. 109, Accounti fo e Taxes {Statement
109). Statement 109 adopts a liability method t x, the recognition of
deferred liabilities for the expected future con B events that have been
recognized in the Company's consolidated fin 1 t ts or tax returns., The
deferred tax liability results from the use cele d methods of depreciation

of property and eguipment and other tim erenceg between book and tax
expense and revenue items. Statement 10§

events other than enactments of changes

o law the Tax Cuts and Jobs Act of
ive January 1, 2018, various provisions

On Degember 22, 2017, President Tr
2017 (TGJA). Pursuant to the TQJA,
of the Tax Reform Act--of-1986 (TRA
modifications to the TRA resu )

in the federal income tax rajs
the Company reduced the De
Decemher 31, 2017 to ref

the passage of the TCJA was the reduction
to 21%., In accoxdance with Statement 109,
e Taxes liability in the balance sheet as of
Pact of this rate reduction, which resulted in

2017

$

2017

[ ]
o
ey
[}

1
5

Deferred income tax expense:
Federal
State []

Tetal R §

The implementation of 100% bonus depreciation for tax purposes resulted in federal
and state taxable losses in 2011. Since the state dees not allow for loss carry-
backs, the state taxable losses for LHTV and YWTC were applied against state
taxable income beginning in 2012, The state taxable less for YWIC was fully
utilized in 2013 while LHTV's taxable loss was fully utilized In 2016. The tax
years for which the Ccmpany 1s currently subject bto IRS examination include the
years 2014 through 2016,

12
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LAUREL HIGHLAND TOTAL COMMUNICATIONS, IMC. AND SUBSIDIARIES

———NOTES~TO~CONSOLIDATED FINANCIAISTATEMENTS —_——

NOTE H - Stock Restrictions

The Company has one class of common stock. Restrictions on the stock include the
following:

» Shareholders are limited to ownership of not more than 1,000 shares for each
shareholder.

» Shareholders shall not sell any shares of stock owned unless the Company has
been given first right of refusal.

e Stock transfers require the consent of the Board of Directors.

NOTE I - Treasury Shares Activity

In 2016, the Company acquired 125 shares of its common stock from shareholders at

a total cost of . In 2017, the Company acquired another 100 shares of its
common stock from a shareholder at a total cost of o In October 2017, the
Company designated all treasury shares to be offered for g 5 existing eligible
shareholders and employees at 4 per share; the valus shied by a business
valuation performed by an independent CPA firm as of gp 2017. In response
to the offer, i} treasury shares were sold for a to#fl price of sﬁ
As of December 31, 2017, the Company allocated Phe total sales price
to Additjonal Paid-in Capital to reflect the ed in excess of the
original cost of the treasury shares. As of De 17 and 2016, there were
and @l treasury shares with a tofal and
respectively, reportad in the equity secti theWplance sheet.

NOTE J ~ Concentrations of Credit Risk

The Company grants credit to loc el service, cable television, and
Internet customers, telecommunicatic

carriers, and to radio advertisepg

Financial insgtruments that
credit risk consist prinej
financial institutions, ch
financial institution.

By ¥Ysubject the Company to concentrations of
hsh. The Company places its cash in several
imit the amount of credit exposure in any one

The Company mainta
federally insured
accounts and wmanageim®
on cash.

in bank deposit accounts, some of which exceed
e Company has not experienced any losses in such
believes it is not exposed to any significant credit risk

Note K - Operating Segments Information

The Company organizes its business into four reportable pegments:
Telecommunications, Cable Television and Internet, Radio, and Other Non-Regulated
services. These reportable business segments are strategic business units that
offer different services. Hach reportable segment is managed and accounted £for
peparately, primarily because of different services and regulatory environments.

The segment accounting policies are the same as those described in the summary of
significant accounting policies. A summary of operating revenues and operating
expenses by reportable sgegment for the years ended December 31, 2017 and 2016
follows;

pstate and interstate long distance
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Note K - Operating Segments Information (Continued)

Telecommuni- Cable TV Other Non-
2017 cations & Internet Radio Regulated

Operating Revenues [ ] )

Operating Expenses .

Net Operating Income (Loss) $ (D GENNN G G GEEED
2016 _

Operating Revenues ® [ ]

Operating Expenses

Net Operating Income (Loss) SR O SNED 0 SENED GENEN

" Company collected life insurance proceeds in the amo

Note L - Life Insurance Proceeds

The Company has key man life insurance policies on certaig
is the sole beneficiary. In 2016, one of the these emploffe

iployees on which it

included in the "Miscelléaneous - Net” line item und . ome (Expenses) in
statement of income, Additionally, the life insu s were exempt for
federal and state income tax purposes.

Note M - Voluntary Barly Retirements

In 2014, two employees accepted an early v
retired effective July 1, 2014. During

emen®™yplan offering {the “ERP") and
notHer employee accepted an ERP

each of the ERPs, in addition to earl

to pay certain post-retirement ben half of the retireas until they

‘became eligible for Medicare upon rea e 65. . . . .

The full cost of each ERP was
in the statement of income i
Each year, adjustments ar
cost of the wmedical and

nr?in which the retiree accepted the offer.
@ ERP liability to reflect changes in the
ts for the retirees. An additional charge of
and a credit o as applied to/against the ERF oxpense for the
years ended December 2016, respectively. As of December 31, 2017 and
20146, the BRP liab ed in Accounts Payable in the balance sheet was
and

Note N - Gross ReceiptBrax Issue

In 2010, the Company received assesament notices from the Pennsylvania Dapartment
of Revenue {(the "DOR") for additional gross recelpts taxes (“GRT”). The
apsessments were related to the 2008 GRT reports filed for LHTC and YWTC, While
the DOR denied the Company's initial appeals, the DOR agreed to ™stay” the
proceedings until the outcome was known concerning a court proceeding involving
similar issues., In 2011 and 2012, the Company recelved additional assessment
notices frowm the DOR for LHTC and YWTC for the years 2009 and 2010. In 2015, 201s,
and 2017 the following additional assessment notices were recelved:

2018
e« 2011, 2012, and 2613 for LHTC and YWTC.
s 2013 for SCTC.

2016
s 2014 for YWTC.

2017
¢ 2014 for LHTC and SCTC.
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Note N ~ Gross Receipts Tax Issus (Continued)

In 2016, the Company received decisions from the PA Board of Appeals (BOA)
concerning all of the LHTC, SCTC and YWIC additional assessments received in 2015,
While the 2016 BOA rulings for YWTC were essentially in line with the amount
raserved for the years 2011 through 2013, with the exception of LHTC's 2011
asgegsment, the BOA rulings for LHTC and SCTC were unfavorable. The Company
adjusted the GRT reserve liashilities to reflect the impact of the 2016 BOA
rulings, and filed appeals with the Board of Finance and Revenue (BF&R}, for LHTC,
YWTC and SCTC in 2016, While the subsequent BF&R rulings were not favorable, based
on management's discussions with the attornsy who hag been handling the
proceedings, management believes that the pending liabilities will eventually be
settled for less than the amounts included in the GRT reserve accounts.

__ Qoncerning the court proceeding referred to previously, the matter was ruled on by

the Fennsylvania Supreme Court in 2015 and the ruling wasn‘t favorable to the
Company’'s position. However, in July of 2016, the Company led appeals with the
Commonwealth Court of Pennsylvania, and the DOR subsequeng ted stays for all
of the additional assessments. With respect to the addif A sassment received
for YWTC in 2016 for the year 2014, the Company fil h with the BOA in
December of 2016, which was also stayed pending th - the current court
proceeding, Concerning the additional assessment ed, In 2017 for LHTC and
8CTC for the year 2014, the BOA granted anoth st i to the current court
proceeding.

According to the attorney who is handl he md@Pter, the DOR has agreed to
exclude the PFA Universal Sexrvice Fund g(PA ) revenue from the additional
assessment revenue base, and, according th. revenue was removed from the

applicable years for each of the co ies

of December 31, 2017,

e updated reserve calculations as

ecember 28, 2017, the Company’'s attorney
¢ for the years 2008 through 2010, with
ce, apd is currently awaiting a response,
oncerning these years, management will take
subseguent years for each of its companies.

Concerning the current court
filed settlement offers for

the PFA Attorney General'’'s
{nce a final settlement
the appropriakte action t

As indicated previ
additional GRT ase

s deemed prudent to establish a reserve for the
ng the logic deployed by the DOR in calculating the
The total GRT reserve included in Accrued Taxes, Othexr
than Income in the culMgent liability section of the balance sheet as of Decewmber
31, 2017 and 2016 was and . respectively. The reduction in the
regserve balance as of December 31, 2017 wag due to the removal of the PA USF
revenue from the additional assessment revenue bame as noted previously.

Note 0 - Lease Agreements

As part of the acquisition of the old South Canaan Companies, the Company assumed
a lease agreement that was entered into with Verizon Wireless, effective February
1, 2010. Beyond the initial five-year term, the lease agreement allows For four
additional terwms of Eive years each, unless Verizon Wireless provides written
notice not to renew not less than 120 days prior to the expiration of the initial
term or any renewal texm. Under the terms of the lease agreement, which
automatically renewed for an additional five-ysar term effective February 1, 2015,
Verizon Wireless is leasing space in S8CTC's central office at a current meonthly
rental of T The lease agreement also calls for the monthly rental rate to
increase by effective February 1% for each year the lease is {n effect.
Additionally, in March of 2017, the Company entered into a two-year agreement with
Comcast that took effect on June 9, 2017, whersby Comcast is leasing the Company's

15
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Noke O — Lease hgreements (Continued)

dark fiber facilities at a monthly rental of (Il At the end of the initial
term, the agreement may be renewed for another two-year term. The following is a
schedule of the minimum rentals as of December 31, 2017:

Yaars Ending December 31, Amount.
s -
2019
2020
Tatal

Effective March 24, 2017, LHTCE entersd inte a lease agreement with C-L
Enterprises {(C-L), whereby C-L paid LHTCE rental fees totaling S through
pecember of 2017 for the right to operate the Caddie Shak £facility. While C-L had

e e

an option tc continue the lease arrangement at an escalating rental fee through
February 2020, it opted not to continue the arrangement beyond 2017. The Caddie
Shak facility will be operated under LHTCE's direct man starting with the
2018 season.

tower site lease
{the Trugt) by the

As part of the acquisition of WCNS, the Company a
agreement that was entered into with M, Romayne
former owner of WCNS in the 19808, Under the t ease agreement, which
wag set to expire in December 2025, enterig S was making monthly
payments at the rate of S The lease ad®ecMgt called for a @ increase in
the monthly rental rate effective Janua ¢* foMpeach year the lease was in
effect. However, as# a result of LH Ttal's gpurchase of the Unity Township
property, including the tower gite 1 om the Trust, a sﬁ early
termination amount was pald to the Tryst a¥re red by the lease agreement, which
was subseguently terminated effectl , 2017. EBffective May 1, 2017, LH
Total established a new-lease agreeme LHTCM. and - the .rental .payments..are. now
accounted for as an inter-comps

five-year lease agraem WEwn castle for tower site space for ite FM
translator antenna,
automatically exten
party provides wri
at least 180 daye

renewal periods of five years each unless either
o the other of its election not to renew the term,
o the end of the current term., Additionally, the
-agreement calls for - increase in the monthly rental rate effective August 1%
for each year the leas® is in effect. Additionally, effective July 1, 2017, LMWV
entered into a five-year lease agreement for office space and a tower site at its
Fairmont location. The lease agreement calls for monthly rental payments of
4 increased by @ effective July 1™ of each year of the lease term. The
following is & schedule of the minimum rental payments over the remaining term of
the leases:

Years Ending December 31, Amount
2018 §
2019
20290
2021
2022
Total

1
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Note P - Subsecuent Events

Management has evaluated subseguent events through Maxrch 20, 2018, the date the
financial statements were available to be issued, and has determined that the
following events warranted disclosure:

v

On January 24, 2018, in connection with the treasury share affering discussed
in Note I above, the Company 80ld 300 additional treasury ghares to a
shareholder at the per share value of S} for a total selling price of

On February 27, 2018, the Comwpany entered into the Ecllowing loan agreements
with Citizens Bank:

o In comnection with the acquisition of LTC discugssed in Note A above, the

Company secured a note payable in the amount of collateralized
by the Company's assets. Beginning in Maxrch of 2018, principal and interest
paymente are due on the 27" day of each month over M year term, based
on a 10-year amortization schedule and a £ixed int Mte of -, with
a balloon payment due in February of 2025.

o A new loan was established in the amount o
the refinancing of the remaining balance note payable to FNB
discussed in Note D above. The termz of ~of, collateralized by the
Company’'s assets, calls for principal nter®t payments beginning in
March of 2018 due on the 27 day of
on a l0-year amortization schedule
a balloon payment due in February ofg2025.

interest rate of , with

place the line of credit with FNB
ount of secured by the

ine of credit accrue intexest monthly at

o A new line of credit was esta
(discussed in Note D above) il
Company’s assets. Advances gad

<t above LIEOR.

On February 28, 2018, i f with the APM discussed in Note A above, the
Company closed on t N of LTC and its vwholly-owned subsidiaries,
Lackawaxen Telecom, Lackawaxen Telecommunication Services, Ing., and
lLarkawaxen Long D
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SUPPLEMENTARY INFORMATION

LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

YEARS ENDED DECEMBER 31, 2017 AND 20186

Plant Specific Expense
Network Support
Motor Vehicle
other Work Equipment
Land and Building
office Equipment
General Purpose Computer
Central Office Equipment
Digital Central Office
Circuit Equipment
Other Terminal Equipment
Pole Repair

4N
]
Qo
e
~1

Aerial Cable Repair
Underground and Buried Cable Repair
Other Plant and Equipment Repair

Total Plant Specific Expense

Plant Non-Specific Expense
Transmigsion Power
Network Administration
Centxal Office Testing
Plant Operations Administration
Engineering
Other
Depraciation and Amortization

Total Plant Non-Specific E

Customer Service Expense
Froduct Promotions and Adver
Number Sayvice ;
Billing
Customer Service

Total Custo

Corporate Operatio
Executive Departme
General Office and A
General Office -~ Other
Professional Servicas
External Relations and Assessments
External Regulatory
Insuranca
Legal
Other

Total Corporate Operations Expense

unting Wages and Benefits

Illrl%""""'

L
m I

I

[ it i1

$

See independent auditor's report and notes to financial statements.
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LAUREL HIGHLAND TOTAL COMMURNICATIONS, INC. AND SUBSIDIARIES

SUPPLEMENTARY INFORMATION (CONTINUED)
YEARS ENDED DECEMBER 31, 2017 AND 2016

2017

Other Operating Taxes
State Realty Tax
Pennsylvania Gross Receipts Tax
Other

Total Other Operating Taxes

Cout of Bervices
Accups Services
tong Distance Services

Total Cost of Sexvices

Non-Regulated Expenses - TV, Internet & Radio
Cable TV and Internet
Radio Operations

Non-Regulated Expenses - Other
Other

See independent auditor's report and notes to financial statements.

20

el e



